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AUDITORS’ REPORT 


To the Shareholders of 


RODELL CORPORATION (1967) LIMITED: 


We have examined the consolidated balance sheet of Rodell Corporation 
(1967) Limited and consolidated subsidiaries as at December 31, 1968 and the 
consolidated statements of loss and retained earnings and source and application 
of funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting 


evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1968 and the results of their 
operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles applied, except for the 
matters referred to in Notes 4, 5 and 6 to the financial statements, on a basis 


consistent with that of the preceding year. 


DELOITTE, PLENDER, HASKINS & SELLS 


Chartered Accountants. 


March 12, 1969. 
Winnipeg, Manitoba. 


RODELL CORPORATION (1967) LIMITED 


(Incorporated under The Companies Act, Manitoba) 


and Consolidated Subsidiaries 


Consolidated Balance Sheet as at December 31, 1968 


(with 1967 figures for comparison) 


Assets 


CURRENT ASSETS: 


Marketable securities—at cost (market value 1967—$44,119).............. 
Due from shareholders ; 22... 5 ucSsgeeae ote) ee eee 
Accounts-recetvablex(Notei2) ye ee eee 
Inventories "(NOte’S) inc eas aise eae ere ates torts eer tre aera ee 
Prepaid expenses’: 36 4. 2 © Case clues «Seen ee ate cee one eee 


‘Total current assets: 4.5.4 see cn eee 


INVESTMENTS IN AND ADVANCES TO UNCONSOLIDATED SUBSIDIARIES (Note 4).. 


PROPERTY, PLANT AND, EQUIPMENT—at cost:( Note! 5) eae eee ee 
Less accumulated depreciation 22, 452 e eee ee ee ee eee 


Net property, plantcand’equipmentss 42am ost ae eee 


DEFERRED INCOME TAX CHARGES (Note'6) ioe. see: ee 


OTHER ASSETS. (Note 7)! sseyeivasd ly ei ce ee 


Approved by the Board: 
(Signed) R. H. McIsaac, Director 


(Signed) G. G. BRANDSON, Dzrector 


The accompanying notes are an integral part of the financial statements. 
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1968 1967 
4,961 $ 1,400 
= 28,390 
= 40,995 
1,790,988 15277521 
3,046,800 3,248,349 
31,005 17,182 
4,873,754 4,863,837 
308,954 407,769 
3,961,520 3,543,941 
1,952,096 1,785,491 
2,009,424 1,758,450 

13,000 ca 
22,407 45,384 
$7,227,539 $7,075,440 


RODELL CORPORATION (1967) LIMITED 


(Incorporated under The Companies Act, Manitoba) 


and Consolidated Subsidiaries 


Consolidated Balance Sheet as at December 31, 1968 


(with 1967 figures for comparison) 


Liabilities and Shareholders’ Equity 


1968 1967 
CURRENT LIABILITIES: 
role le nredieccn (IN OlGn S)inacni ewes tenho irencis cas os« heels 50 4b md ¢-s gene YO was $1,644,321 $1,379,458 
ACcOntS DaAvable anceaccried Charges... vyelsswii’s ov alelsslcls ss vv alee neve es 838,179 840,153 
PSS MER GSO, RD UR Ser nn = 1,087 
Notes payable mobile equipment—secured.............. 0.0.00 e cee eeeee 544,774 687,786 
Current poronvomlone- Cer GeV tna. 6 qccuces sed dese a uuldnun ole ov eae eal 91,704 38,034 
PIUCREOLSH Are NOlUCLS Sameer rece cities soe Scie wc ea 5 bv Gols da Glew eae ne Hees 20,758 — 
Siete eCliELet Mala tlesigh ny SGA wes xo nto SERRE hc BB eee Boe eed 3,139,736 2,946,518 
Meas eel oes OME ENO LEU) ) reais neon ct cus, 0 or esha la-e We pansagens, Secbadie BY ’saage weed of ser 2,181,947 2,135,130 
Pc comet Ere 1) anoe eC mer irs otha ect aytee Arend 4 sla k¥ndl Mlerald 2 es Gdlnaee bene 91,704 38,034 
ROCA ONGeLErmr CGD Urekiae we a7 ow-s ne tasty cis A iaiok ip GL eva 2,090,243 2,097 ,096 
SHAREHOLDERS’ EQulIity: 
Capital stock: 
Authorized: 
75,000 6% non-cumulative preferred shares of a par value of $10 each, 
redeemable at $11 each and 1,000,000 common shares without 
par value 
Issued and fully paid: 
5 OU UMReL erred Sit COMME tera. ot i. 5c iaJe 0) eater ed ame a. Sg ree 50,000 50,000 
OU ONCE Seg CHE oe EAE Serr Ne og. co sv necus. Wve. wos wu RO ee Py. SN 1,120,000 1,120,000 
idigebhy tea Leta tlabes! 0 oe 5 Oey el Ge Gy 8 Aen ee ROR Gen Re naan ee 827,560 861,826 
DiGi lee RECO ErS CeC NCW ig ae o asrsen Pam seidr.5y.< pyar a A 1,997,560 2,031,826 
SLs 5 MERE ee UR ig ne bok ssa GWapisial ys ba'sciescen’4e 4 15221009 $7,075,440 


The accompanying notes are an integral part of the financial statements. 


RODELL CORPORATION (1967) LIMITED 


and Consolidated Subsidiaries 


Consolidated Statement of Loss and Retained Earnings 
for the Year Ended December 31, 1968 


(with 1967 figures for comparison) 


1968 1967 
NET SALES 6 io ccecq esc cle oe elk ble eceeseel dle ale, Cac SR atle OH ee cee ee ae ee $9,780,264 $9 483,206 
COSt-.OF GOODSISOLD Ae... d.c.ac oe, Dee ee 7,212,662 7,165,323 
GROSS PROFIT scsi ee ei os) CE RA ee he ee 2,567,602 2,317,883 
SELLING, GENERAL AND ADMINISTRATIVE 2 X<PE NSE Sie ore 2,657,610 2,452,393 
Loss’ FROM OPERATIONS 5 ac ae oo bese en 90,008 134,510 
OTHER: INCOME==netiié ge oo od eres oie ce ers ont eee ee eee 13,658 16,908 
Loss BEFORE INCOME TAXES 52205. fu ooo eee 76,350 117,602 
PROVISION FOR (RECOVERY OF) INCOME TAXES—current..................... — (23,797) 
—deferred (Note 6)............ 6,000 a 
LOSS FOR THE YEAR BEFORE SHARE OF SUBSIDIARY LOSS...2 heen eee 82,350 93,805 
SHARE OF Loss oF NON-CONSOLIDATED SUBSIDIARY (Note 4)................ 19,043 — 
LOSS FOR THE YEARS 45 os a iss vse ee ee ee 101,393) 93,805 ee 
RETAINED EARNINGS AT BEGINNING OF THE YEAR]. ..) 2 eee 861,826 955,631 
760,433 861,826 
PRIOR YEARS’ ADJUSTMENTS: 
Recovery of aircraft major overhaul provision»)... serene 8,734 — 
Adjustment of depreciation provision (Note 5)... ie ee eee 58,739 — 
Provision for deferred income tax charges (Note 6)..................:400-- 19,000 — 
Assessment of additional income taxes—net.........05e-ceneun «+ Ee (13,088) — 
Share of loss of non-consolidated subsidiary (Note 4)..................... (6,258) — 
Total net credits... 24... «dunn cus Gee nae eee 67,127 — 
RETAINED KARNINGS AT END OF THE YRAR. oo ee oe ee ee eee $ 827,560 $ 861,826 


The accompanying notes are an integral part of the financial statements. 
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RODELL CORPORATION (1967) LIMITED 


and Consolidated Subsidiaries 


Consolidated Statement of Source and Application of Funds 
for the Year Ended December 31, 1968 


(with 1967 figures for comparison) 


1968 1967 
SOURCE OF FUNDs: ie <> ers 
Charges to operations not involving an outlay of funds: 
Beek Cir) ee negra EM ee were ee, alae nad GM Gace $: 271,530 $ 238,040 
Aitorkice LOMO Mer GEred vex DETISES ct ok ol “ireiyainle, a¢o-ccsic ilese 0 stealer ae Oke 6,477 1,303 
Reduction ob deferrediincame taxicharges) since ce hi sal seeded ed 6,000 — 
Sa Pom OMOC ENOL PSI DSIC ACV mM I tty) ah Che = Glew a Gata e b Hain Ape element 19,043 — 
303,050 239,343 
Less loss for the year: 
$101 so weedareain- on disposal of land $6,403......... 2.0%... sG@enexas- 107,796 oe 
$93,509 less loss'on disposal of land $1,966..........5...002.000.000 — 91,839 
PE mchs yr OVielerePEOIM OPCrAtiONS oc 9.5 Gri. ses Sei cuiekn » vo ew oa oe alee 195,254 147,504 
Baan ron wlaniopa Development Fund.) ..5600s.0cncew ns eceswecadeaens — 2,000,000 
Loan from Minister of Industry—Government of Canada................. 88,918 — 
Loan from United Dominions Corporation (Canada) Ltd.................. — 58,867 
Pusecrsromrcdisnosalol fixed ‘assets... 5.0.4 oc cs bas oes ena uwoienn as 31,967 103,245 
fees ONIOMiord GC. heen he fais hese occ is ws oe Gnd pees ee ee 12,268 — 
Poe eis muorircdispocal OL inVestinents: 0. 226.652... bbuct eeu nes ake thoe es 180,615 — 
Recovery of prior year’s provision for aircraft overhaul................... 8,734 i 
SoedinoO Ce Ole TEINS he asec e cyedencve cs isis aut He Si ee weg ea 517,796 2,309,616 
APPLICATION OF FUNDS: 
PeCiions COMrOpelly, Dial, ang CQuIpMent. oi .a50.00). be fee sR eee A 489,329 831,770 
[eeBaluversropaincal , Caja tea ies epee ks e907 oan 8 a ee oe ee nee Cen need ame aPer Sar 108,039 108,095 
PiGimy Cars een axes = NEC ila is. a ele w mes av ey ORO abe wade ela alain 13,088 
iivestnient teandsad vances to subsidiaries, ..... 0.5.0.0. .600n0 usr etneeees 88,301 159,074 
Par eoerOleiiscellaneous 1 VeEStINeNtS. o.oo 660s ica ee eee heals eee cere bas — 14,708 
Deferred expenses—Manitoba Development Fund loan................... — 25,907 
Redemption of preferred shares (including premium and tax)...... Oe ear aie = 26,656 
Increase in Gash surrender value of life insurance. .... 2.2.0.0. 6 ee eee ee 2,300 2,100 
mea DUCA TIONIOLTUNUS ge nels sas os 2s ie mene eee eed we 701,057 1,168,310 
DECREASE (INCREASE) IN WORKING CAPITAL FOR THE YEAR..............45. 183,301 (1,141,306) 
WoReino GA PITAt AT DEGINNING OF THE YEAR. 0... 06 6 ce ce ees 1,917,319 776,013 


NAV GVIUISENGH GOA PINIDATEE AC EU NIDDE OMELET Ee CRIA Remit orice), eiele estore giabim sisters oats siale eee $1,734,018 $1,917,319 


The accompanying notes are an integral part of the financial statements 
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RODELL CORPORATION (1967) LIMITED 


and Consolidated Subsidiaries 


Notes to the Consolidated Financial Statements 
December 31, 1968 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements for 1968 reflect the financial position and the results of opera- 


tions of Rodell Corporation (1967) Limited and the consolidated subsidiary companies; Wescore Drilling 
Limited, Rodell Gillam Services Ltd., Delro Industries Limited and Midwest Diamond Drilling (1958) Ltd. 


The remaining subsidiaries have not been consolidated as it is the company’s view that a more mean- 


ACCOUNTS RECEIVABLE 


ingful presentation of its financial position and results of operations may be obtained from these consolidated 
financial statements together with the information supplied in Note 4. 


1968 1967 
Trade—drilline contracts van «5. aeeee  e e $ 709,728 $ 700,666 
=instalment and. other trade accounts y-rn eeee eee 704,594 729,065 
Due from*afiliated companies x 7.2047 697 eee ee eee 12,390 12,332 
Due fromfunconsolidated subsidiary .2) cs eee eee Pi is2 — 
Due from employees... . «45.460 <3 «emi < biel eke eee rea 25,099 23,677 
Other, » A928EO A odes vss Sa a4 dew nee OR ee 380,264 116,324 
1,843,257 1,582,064 
Less allowance for doubtful accounts 4 + ot eee eee eee 52,269 54,543 
$1,790,988 $1527 O21 
INVENTORIES 
1968 1967 
Mobile equipment, parts and rental equipment valued at the lower of cost 
and net réalizable: value= t..tcern ee eee eee eee $1,287,970 $1,552,889 
Drilling supplies, diamond tools and repair parts valued at laid down cost 
less an allowance for deterioration on used materials............... 833,522 753,044 
Raw materials, work in progress, manufactured tools and supplies, valued 
at costiless an allowance for obsolescence. — 2... >. see eee 925,308 942,416 
$3,046,800 $3,248,349 
INVESTMENT IN AND ADVANCES TO SUBSIDIARY COMPANIES 
Canadian Cutting and Coring Limited—cost less accumulated deficit................ $ 308,952 
Rodell International neat nominal yalue.). ... cseuaree tele eee ene 1 
Columbia Forest: Products ltd -—aticost. 3.5 an oe eee ee 1 
$ 308,954 


The company’s investment in Canadian Cutting and Coring Limited consists of shares costing $50,000 


and advances of $284,253, less $25,301 representing the company’s share of the deficit of this subsidiary since 
acquisition, of which $19,043 is attributable to the current year and $6,258 to the previous year. In 1967 this 
investment was carried at cost. 


The investment in Rodell International Inc., was written down during the year, to a nominal value. 


The loss of $48,939 was previously reflected in consolidated retained earnings. 
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Under an agreement dated October 26, 1967, with the Manitoba Development Fund, the company 
acquired a 74.36% interest in Columbia Forest Products Ltd., with the option to purchase the remaining 
shares for an additional $1. The plant was not fully operative during 1968 as a major expansion in the plant 
facilities required under the agreement will not be completed until early in 1969. The company’s share in the 
deficit of this subsidiary since acquisition amounts to $76,021, of which $33,020 is attributable to the nine- 
month period ended December 31, 1968. 


The company’s equity in the net assets of Columbia Forest Products Ltd. based on the subsidiary’s 
audited financial statements for the period ended December 31, 1968 was $2,909 in excess of the investment. 


a PROPERTY, PLANT AND EQUIPMENT 


The major categories of property, plant and equipment and related accumulated depreciation at 
December 31, 1968, were as follows: 


Property 
plant and Accumulated 
_equipment_ depreciation Rate 

UU OS meme ten, eee see hee ACO MEM ALO. AP 4a icp $1,458,766 $ 400,760 314-624% 
Pinpeeeculiiienl terse mr rta re Oe hn cS eee 1,337,288 809,766 121446% 
PNDICOURENLIS Oo CULIPINEN ties a fof Sins A244 bl divyncis aun <> 647,018 529,609 25% 
PPMIN Lacan x NILES eee atyeseae a Gielc Sniaban cos wi dias vie ool 216,237 147,991 10% 
PNET Chal ane eMac cise Ret hs Avid a viishalie ana shapes Mabe 162,775 63,970 20% 

3,822,084 1,952,096 
MAN IVS! 5 c.ahfo' Sd Do ie CI 139,436 aS 


$3,961,520 $1,952,096 


At the beginning of the year the company changed its depreciation method from the declining balance 
to the straight-line, applying the rates shown above. The effect of this change was a decrease in expenses of 
$26,662 for the year, and an increase in retained earnings for the prior years of $58,739. The total amount of 
depreciation provided for the current year was $271,530 (1967—$238,040). 


6. DEFERRED INCOME TAX CHARGES 


During the year the company changed its method of recording income taxes. At the end of the 
previous year the company had recorded in its accounts depreciation in excess of capital cost allowance 
claimed for tax purposes amounting to $38,000. The resulting estimated deferred charge of $19,000 was 
credited to retained earnings. 

There are no income taxes payable for the year. The deferred account was reduced by a $6,000 charge 
to income resulting from claiming capital cost allowance for tax purposes in excess of depreciation recorded in 
the accounts. 

The balance of this deferred account will be applied to income in future periods if the amounts claimed 
for tax purposes are greater than the depreciation recorded in the accounts. 


Hie OTHER ASSETS 1968 1967 
feet ee mee Felice s meee epee CP oi ey. a afols @ dig e+ 44 Sie Rees wees $ 19,430 $ 25,907 
Cxchesutrenderryaiio of lite ifisurance policy si... 26. see ee ceed om — 16,500 
Arent st Ate COc Le en ane coe wc ae DR 2,189 2,189 
Spe are CO ek PeMSe ECS Ue aa aig po fe sh esis Sg. se nies Sh eyepiece Saige 788 788 


$ 22,407 $§ 45,384 


The deferred expenses represent the costs and legal fees pertaining to the Manitoba Development Fund 
loan. Company policy provides that this expense be amortized over a five-year period. 
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10. 


BANK INDEBTEDNESS 


The bank indebtedness is secured by a general assignment of book debts, 
by Section 88 security on inventory, and by providing security in the 
form of $2,500,000 of 6% mortgage bonds dated August 1, 1963, payable 
to bearer on demand, which have been issued as collateral. The revised 
trust deed provides as security a fixed and floating charge on all assets 
second to claims of the Manitoba Development Fund.............. 


LonG-TERM DEBT 


Manitoba Development‘ Find #4 7 loans ae eee 


This is governed by a trust deed which provides as security a first mortgage 
on all real estate, a chattel mortgage on all equipment and a first floating 
charge on other assets excepting book debts and inventories as compre- 
hended under Section 88 of the Bank Act. Monthly payments of 
principal and interest amounting to $16,344 will commence January 1, 
1969. 


United ‘(Dominiens Corporation, (Canada) Lids’... eee 


Secured by a conditional sales contract on an aircraft, repayable in 
monthly instalments of $3,497 including interest, with maturity at 
June 30, 1970. 


Minister of Industry—Government of Canada ja.) 4 ee 


This loan was made under an agreement with the Minister of Industry to 
purchase equipment related to improving the company’s position in the 
Defence Export Market. 


Title to the equipment remains with the Minister until such time as full 
payment of the debt has been made. Annual payments of $19,829 will 
commence January 1, 1970, on through to 1973 with the balance due on 
or before January 1, 1974. The debt carries no interest charges. 


Sundry’. pete cro eM eee Ue BP PAGES Te GE Oe: ete a 


Secured by mortgages on four residential properties acquired with respect 
to employees, repayable in monthly instalments of $508 including 
interest and with maturity dates ranging from 1970 through 1989. 


CONTINGENT LIABILITIES 


1968 


1967 
$1,644,321 $1,379,458 
Current 
Amount portion 
$2,000,000 $ 50,093 
58,867 38,386 
88,918 — 
34,162 3;220 
$2,181,947 $ 91,704 


The company is contingently liable as at December 31, 1968, for the following: 


Guarantor of customers’ notes discounted amounting to $571,347. 


Guarantor of the Manitoba Development Fund loan to Columbia Forest Products Ltd. to the extent of 
$250,000 for which the company can become liable only if it defaults under its agreement with Manitoba 
Development Fund to manage Columbia Forest Products Ltd. 
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